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AGENDA item:

Assessing payment adequacy and updating Medicare payments to
hospitals: payment adequacy, base rate differential, inpatient
update, outpatient update

Jesse Kerns, Craig Lisk, Jack Ashby, Chantal Worzala

MR. KERNS: |'mgoing to open our presentation with a review
of the hospital financial performnce under Medicare that you saw
[ ast nont h.

First, the overall Medicare margin in 2002, our best
estimate, which includes paynent policy changes that were sl ated
for 2003, creates a margin of 3.8 percent. The only thing that
has changed since Decenber is the rural margin went up a couple
of tenths of a point since | was able to renove a few nore
critical access hospitals fromour 2002 estimate. This did not
have enough of an effect to change the overall all hospital
esti mat e.

Next is just a brief review of the inpatient margi n because
we're here today to discuss and decide on the inpatient paynent
update. Again, our estimate of the inpatient margin in 2002
remai ns at 10.8 percent, as in Decenber. This does include the
reduction in | ME paynents slated for 2003.

The next slide, simlar to the slides you saw this norning
in Craig's presentation, shows the distribution of the inpatient
mar gi n val ues by hospitals by hospital |ocation. Al ong the
bottom of the graph we show hospital margins in 5 percentage
point increnents and the side bar has the percent of hospitals in
each margi n category.

This first graph shows the margin that includes all DSH and
| ME paynments. These paynents create the bulge on the right side
of the distribution for |arge urban hospitals.

W note that the distribution for each of the three groups
is fairly wwde and that there is substantial overlap anong the
three groups. In other words, the differences anong hospital
margins within a group are far nore pronounced than margin
di fferences between groups.

When we consider the idea of margins by group, as in the
tabl es we presented at the beginning of this presentation, |arge
hospitals with high margi ns dom nate because these nargins are
revenue wei ght ed.

In the next slide we recreated the inpatient margin
distribution after renoving DSH paynents and | ME paynents above
Medi care's share of teaching costs. As you can see, w thout
t hese paynents the distribution for these three groups is nuch
nmore uniform We also note the distribution is still quite w de
and the differences between hospitals within the group are nuch
nmore pronounced than differences between groups.

One other interesting point, the group with the |argest
proportion of hospitals with relatively high margins, say above
20 percent, is rural hospitals.

DR. ROWE: Say that again.

MR. KERNS: |f you see on the right side of the



distribution, there is a portion of the rural hospitals, a decent
nunber, that have margi ns 20 percent or higher. Wen you take
out the DSH and the | ME --

DR. RONE: Medi care margins.

MR. KERNS: Yes, Medicare inpatient margins.

DR. REI SCHAUER  These are hospitals where we're counting a
hospital with 10 beds and a hospital with 500 the sane.

MR. KERNS: Exactly. This is hospital-weighted, which is
why the distribution Iooks a lot different than the aggregate,
revenue-wei ghted margi ns you saw on the first two slides.

DR. NEWHOUSE: So these are critical access hospital s?

MR. KERNS: Critical access hospitals have been excluded to
the best of ny ability fromthis distribution because |I'mtaking
1999 margins and projecting -- these are 1999 nmargins and |'ve
taken out those that | can.

DR. RONE: Do you have the total nmargins, rather than just -
- | would expect the rural hospitals' margi ns woul d be nuch
hi gher than 20 percent.

MR, KERNS: It's interesting you should bring that up. Not
in the presentation, but in the overhead slides | prepared, | did
do one for total margin by |arge urban, other urban and rural.
Susanne has had that in her back pocket. There you go. Fairly
uni form not what you' d expect to see.

DR. ROAE: Interesting. So what happens is that bulge in
the rural gets flattened out when you | ook at the total margins.

MR. KERNS: Yes.

DR. RONE: (Good. Thank you.

DR. WAKEFIELD: Is this total Mdicare nmargins?

MR. KERNS: No. To be clear, this here is total margin, al
payers, all sources of revenue. W could done this for overal
Medi care margins instead of inpatient, but we're tal king about
the i npatient update.

DR. WAKEFI ELD: Just want to be really clear about
i npatient, outpatient total, including Medicare and all other
payers, versus all Medicare.

MR. KERNS: Yes, that's why | nade it overall Medicare
margin, rather than total Medicare margin, so there would be
conf usi on.

Even we don't have the slides for this, | did prepare the
sane graphs for overall Medicare margin instead of inpatient, and
they're basically the sanme as the inpatient. You see the sane
bul ge and you see that when you renove the DSH and the I Mg, it
becones very uniform

DR. ROAE: This norning, Sheila suggested renoving DSH but
not IME, and | think others supported that. You don't happen to
know what | ooks |ike, do you?

MR. KERNS: | was thinking about this when you were asking
about it this norning. To the best of ny know edge, it's going
to be about one-third of the inpact when you just renove the I ME
and two-thirds when you just renove the DSH, when it's the
portion above. O course, it's going to nove the sanme hospitals
in the sane direction because nost hospitals that receive DSH
al so receive I ME, and vice versa.

DR. RONE: Right, so what you're saying, just to clarify, is



if we renove the DSH because that's sonething else, that that
woul d be two-thirds of the effect of | ME and DSH t oget her?

MR. KERNS: This is the rough estimate off the top of ny
head. But the sanme thing would happen. You' d see that the bul ge
would nove in and it would look a lot like this one here, that
Susanne has just put up. Wen you exclude just the DSH, you'l
probably see nore of a rightward bulge in the red Iine and in the
blue I'ine, but the green line isn't going to nove too nmuch. They
don't receive | ME

MR. MIULLER: Just to nmeke sure | follow the proportions, by
two-thirds, you say DSH is roughly two-thirds of the effect.

MR. KERNS: Believe, there's sonebody behind ne, |'msure,
saying that 'ma little wong. But if you think that DSH and
| ME are probably -- if the | ME paynents, if half of that is a

subsidy, and let's just say that they're about the sane size to
begin with, and you take away half of the I ME and you' ve got two-
thirds being DSH and one-third being IME. In terns of actua
dollars, I'msure I'ma little off.

The next step, of course, is to talk about paynent adequacy.

As you may recall fromthe last neeting, and fromthe mailing
materials, we reviewed a nunber of factors in our assessnent of
paynent adequacy. W found no evidence that the cost base was
i nappropriate. In the 1990s, hospital cost growth was unusually
| ow due to length of stay decline. And from 1999 through 2001,
cost growth increased as |ength of stay decline slowed and
hospi tal wages increased. W determ ned the cost growh
resulting fromthese trends was justifiable.

So our best estimate of the overall Medicare margin in 2002,
after accounting for 2002 paynent policy, is 3.8 percent. This
appears to be consistent with the conclusion that paynents are
adequate. This conclusion is fundanental to the discussion that
will follow

MR. DEBUSK: Now define adequate for ne.

MR, KERNS: Does it seemtoo |ow, does it seemtoo high, or
does it seemwithin a band of paynent adequacy? Does it seem
that 3.8 percent is just to | ow?

MR, DEBUSK: So we're setting inconme for the hospital s?

MR KERNS: |I'msorry? O course, we've had the sane debate
| ast nonth, how hard it would be to set a target. But if you
think of a band of adequacy, is it plausible that 3.8 percent
falls conpletely bel ow the band of adequacy?

MR. HACKBARTH. | think the silence is assent in this case.
At least that's the way | interpret it. Correct nme if I'm
wWr ong.

DR ROAE: |1'd just like to conment with respect to conments

I made earlier regardi ng broadeni ng our consideration of the
financi al conponent, notw thstanding the social good conponent,
into things beyond just margins and | ooking at financi al
stability of institutions, balance sheet considerations, capital
consi derations, et cetera, credit wrthiness, that a 3.8 percent
overall margin seens to be consistent -- fromthe data that |'ve
seen at least -- with an investnment grade bond rate. So it seens
to be consistent with access to the capital market, which is one
of the considerations that | think we should take into account.



DR. WAKEFI ELD: Are we commenti ng on what has been presented
so far?

MR. HACKBARTH. | think the reason Jesse paused is he cane
to a critical conclusion that sort of lays the foundation for
subsequent di scussion, nanely that the 3.8 percent overal
Medi care margin represents sonething within the range of
adequacy. And he's, | think, looking for any reaction to that.
So if you have a coment on that particular point, nowis the
tinme.

DR. LOOP: | think the 3.8 may be adequate if the figure 3.8
is accurate. | nean, |I'mnot positive that 3.8 overall Medicare
margin is fact. If it is, then okay, that's adequate.

MR. HACKBARTH. As you well know, Floyd, we are plagued with
sonme data issues here. W are working froma relatively old
dat abase, ol der than we usually need to work with. As Mirray
poi nted out earlier today, though, in updating the cost estimtes
to the year 2002, we think we've used -- the staff thinks it's
used rel atively generous estimates of the rate of increase in
costs. Basically, it's used the market basket, as | understand
it, to increase costs.

Jesse, I'min over ny head.
MR. KERNS: In your mailing materials, the trends that are
used for each of these are -- it's not just the market basket.

There are a few other indicators we used and there are other
adj ustnments we made. You'd have to review the mailing materials,
| can't do it right here off the top of ny head.

MR. HACKBARTH. It seens to ne like it's an inportant point.

Jack, can sonebody just -- if it isn't a market basket increase
from'99, can sonebody briefly describe what it was?

MR. KERNS: W did use cost per adjusted adm ssion as an
i ndicator and we did also -- several things were factored in. |If
| had the chapter in front of ne | could flip to the footnote.
Maybe sonebody has that. Good.

So there we are. AHA cost per adjusted adm ssion for 2001
and 2002, and in 2002 a small adjustnent for length of stay
decl i ne.

DR. ROSS: Let ne speak to Floyd's larger point here,

t hough, which is obviously there's sone uncertainty about this
any way when you try to bring forward three-year-old data and say
what m ght have happened. W know the paynent rules with a fair
anount of precision. W have sone evidence of what we can assune
about input price gromh. W've got actual market basket, since
we're actually backcasting here.

What you don't know i s behavioral change. W don't know,
for exanple, on the outpatient side, what kind of coding response
there's been to the introduction of prospective paynent system
There's a host of those issues.

Your |arger point is well taken, that this is our estimte.

Several nonths ago we introduced a band of uncertainty around
that and that's where we turn the ball over to you guys and ask
whet her you're able to live with those things. But you won't get
nor e preci sion.

MR. KERNS: | want to correct nyself. It actually was the
mar ket basket in '01 and '02. W used cost per adjusted



adm ssion just for 2000.

MR. HACKBARTH. But there was a conscious effort, as I
understand it, to try to err on the side of being generous? For
exanple, in '01 and '02, where it was just the market basket,
that inplies that there was no change for declining | ength of
stay?

MR. KERNS: There was a snall esti mat e.

MR. HACKBARTH: For '01 and '02?

MR KERNS: Yes. In an earlier study that Jack Ashby did,
he found a correl ati on between declines in length of stay and
change in cost per case of about 0.8 to one. So for each 1
percent decline in length of stay, cost per case would go down by
about 0.8 percent.

We adj usted that downward because we thought that m ght be
generous. That study canme froma period of tinme in the md-'90s
when | ength of stay was going down a lot. | believe we brought
it down to about 0.5 to one.

We knew there was a correlation but we didn't want to
overestimate it or overstate it, so we reduced it a little. It's
a sort of nethodol ogical issue. | can wite sonething up on that
so it's easier for the conm ssioners.

DR. ROSS: That's just on the inpatient side. On the
outpatient, we did market basket is ny recollection.

MR. KERNS: Yes.

DR. ROSS: Even though we'd expect coding inprovenent in
response to the PPS.

DR. WAKEFI ELD: Jesse, this is just a comment on the
information that we're looking at in the charts on overal
Medi care margin and i npatient Medicare margin. |'ve raised this
before but I'"mraising it again.

If ever, and whenever, we can have breakdowns so that we're
not lunping all of rural into one category in terns of being able

to show distribution, |I at least personally find that fairly
hel pful .
When we're averaging all of rural, large rurals doing fairly

wel | can obscure sonme of the smaller rural hospitals that are
nmost vul nerabl e and about which we m ght be nost concerned and
not concerned at all about other different categories of rural.

So in the urban, if you just take the urban breakdown, we've
got | arge urban and we've got other urban. W've got a little
nore teasing out there.

MR. KERNS: So you know, that's not the size of the
hospital. That's the netropolitan area in which that hospita
is. So you could have a 25-bed | arge urban hospital.

DR. WAKEFI ELD: So you could do it by urban influence codes,
for exanple.

MR. KERNS: You could do it by U Cs, indeed.

MR, HACKBARTH:  Just so you know, Mary, just to be clear,
the | arge urban versus other urban is a statutory based

distinction. It influences the base rates. This is not an
anal ytical breakdown, it is in the statute.
DR. WAKEFI ELD: Thanks for that clarification. [I'Ill stil

come back to nmy sane point, that | think within this broad span
of rural, what we define as rural, we've got different categories



of hospitals that are doing better and worse. | went back and
pul l ed our June report, for exanple, just to |l ook at what our
overall Medicare margins, the differences were for exanple
between rural referral centers and other rurals one to 100 beds.
Not insignificant differences. Al of that tends to wash out.

So | take your point, G enn, about statutory. But I'malso
maki ng the point that I don't think we're concerned about al
urban. We're not concerned about the well-being of all rural.
But you can wash out those differences when we aggregate, and
that is of concern to ne.

You especially see that when you | ook at outpatients
margi ns, for exanple, between rural referral centers, again using
the wi dest variation. And small rural Medicare dependents. You
made a coment that about -- | can't renenber, Jesse -- about 20
percent of rurals -- or that the |argest proportion of hospitals
t hat have a plus 20 percent margin are rural hospitals. That's
an inportant point and it begs the question which ones? |Is there
anyt hi ng we know about who those are or which ones those are?

MR. KERNS: | can guess.

DR WAKEFI ELD: O you can guess.

My point here is that periodically in the past we've teased
out Medicare margins along these categories of inpatient,
out patient and Medicare overall. And every tinme we do that |
think it's really hel pful because it helps focus in on those
types of hospitals that are experiencing the greatest problem and
those that are com ng along just fine, thank you very nuch. So
it's a general point about display of data and hel ping i nform at
| east ny thinking.

MR. KERNS: In the March report we'll do another financial
i ndi cators data book in the appendi x, so you'll be able to see
all the different rural groups that you |ike.

I would al so point out that you're tal king about the plight

of very small rural hospitals. | brought this up at the |ast
nmeeting. Wen we studied these during the June report, there
were between 200 and 300, | think it was |ike 270 critical access
hospitals. There's now over 510. There's 2,200 rural hospitals
total. At this point, nearly one in four are critical access.
They are paid at their costs for inpatient and outpatient, so
they're not going to have negative margins, nor will they have

positive margins.

DR. WAKEFI ELD: And there is that whol e other category of
possible that still remain and don't have special protection
paynent policy |ike Medicare dependent hospital paynent policy or

MR. KERNS: Yes, but at this point there are nore rural
hospitals eligible for special paynents than are not.

DR. WAKEFIELD: So I'mstill saying, if | don't know what
else is going on with those other hospitals -- first of all,
want to know what's going on with those hospitals, the MbHs, the
CAHs, et cetera. But in addition, what's happening to those
hospitals that currently don't benefit fromany particul ar
paynent policy, just like what's happening with | arge urban
versus other urban. And the nore we can break that data down the
nore preci se we can be about trying to address any particul ar



probl ens that m ght conprom se access to beneficiary care, rather
than all rural.

MR. KERNS: | would say that the special paynent prograns
are at least intended to isolate hospitals that are inportant for
access, such as the critical access hospital.

DR. WAKEFI ELD: True enough, they are, and we al so know t hat
the rest of the hospitals have just been put through major
changes shifted over to prospective paynent. And so with all of
t hose changes, it begs the question what's happening in terns of
the financial well-being of those hospital s?

They' ve been put through, over the last few years, nmgjor
revanpi ng of the paynment systens that they have to adhere to.
Does it matter? Are they doing just as well? O even better
than they did before? Al of that. See, | feel kind of strongly
about this.

DR REI SCHAUER: But, Mary, what if they weren't doing well?

If we have a programthat says the ones that are critically
i nportant for access we'll take care of, and we change overal
paynent policy and the other ones take it on the chin? | nean,
is the function of Medicare to keep every institution alive?

DR. WAKEFI ELD: Not at all. But part of what we've just
done is change a lot of the paynment policy to prospective
paynment. So should we at |east know what's happening to those
hospital s who are experiencing very significant changes?

Thi nki ng about outpatient paynment policy especially, when we
known that for exanple a lot of rural hospitals do a |ot nore
busi ness proportionately on the outpatient side than on the

i npati ent side.

So now we've put themthrough a pretty significant change in
a hold harmess that's going to be pulled back before too | ong,
think 2003. What inpact is that having or will it have on those
hospitals? Al I'msaying is we're nmaking |lots of changes.
Congress has nade a | ot of changes in applying prospective
paynent to different parts of hospitals, and in nmy interest of
rural hospitals.

What, at |east as a baseline, is that doing to the margins -
- and |I'mnost concerned about Medicare margins -- but the
Medi care margins for those facilities?

Then it begs the next question, what do you do about that
once you know it? And is there the possibility that you' ve got a
decrease in access to health care services for beneficiaries in
certain parts of the country?

But at |east fundanentally, to be able to see what's
happening with Medicare margins for those facilities that are
goi ng through very significant changes in paynent policy?

DR. RONE: Could we see the slides again on the
di stributions?

MR SMTH Jack, before we do that, | wanted to raise a
gquestion. Jesse, the distribution doesn't tell us anything about
beds. It tells us about facilities.

MR. KERNS: It's hospital-weighted so that a very snall
hospital is going to have as nuch of an inmpact as a 500-bed
hospi t al

MR SMTH So that if we wanted to get a nore conplete



picture of sort of what, given the broad distribution around 3.8,
of where that distribution affects capacity, at the nonent we
couldn't tell that.

MR. KERNS: Not fromthose slides, no.

MR SMTH Wuldn't it be inportant to know that, to get at
sonme of the questions that Bob continues to raise? If we know
that the distribution of facilities is very broad, that really
doesn't tell us anything about the distribution of |ow or high
mar gi n beds or capacity.

MR. KERNS: Ckay.

MR SMTH And if we're going to try to pursue the
questions that Carol and Jack and others raised this norning, it
woul d seemto nme that would be a critical set of data. Jack, |I'm
sorry, that's the reason | wanted to interrupt.

| think the distribution material that we have is not really
reflective of the distribution of capacity. It's sinply
reflective of the distribution of facilities.

MR. KERNS: Yes, of the whole market.

DR. REI SCHAUER:  You coul d do a distribution of beds here.

MR SMTH Right.

DR. ROAE: Could we see the secret slide? Because |'mnot a
statistician but it seens to nme, in looking at this, that there
are at |least a couple of things that conme out. One is that it
really doesn't nmake that nuch difference whether it's rural
ot her urban or large urban. Those three lines are pretty nuch on
top of each other.

The second is that there is a reasonabl e anount of centra
tendency toward here. This is a relatively kurtotic
distribution. Therefore, if we're concerned --

DR RElI SCHAUER: A what ?

DR. RONE: Kurtotic.

DR. RCSS: You nean akurtotic, | think.

DR. RONE: Kurtosis is the central tendency. |If you had
very little on the outside and a big spike in the m ddle, that
woul d be nore kurtosis, right?

DR. NEWHOUSE: Kurtosis is the fatness of the tails.

DR. RONE: Then it's akurtotic. W're going to |look this

up.

DR. REI SCHAUER: Are you going to operate on the right |leg
or the left |eg?

DR. ROAE: You know, Bob, you're the only person in Anerica
who still thinks I'ma physician. |I'mreally pleased.

The point I"'mtrying to make, with a ot of interference
here, is that there is a central tendency here. That is, there
does not appear to be, at least at this global |evel of analysis
-- and | agree that we should | ook at other levels. But | also
understand that if we torture the data enough they'll admt to
anything, so we wll find sonething.

There doesn't seemto be a bul ge anywhere with respect on
t he downsi de of the places really at risk here. There's a
relatively central tendency here. There's not this bulge at the
extrenes. And it doesn't seemto matter whether it's a large
urban area, other urban, or rural. | think that's informative.

MR. KERNS: Could | nmake the point before we go too nuch



further? | think we're getting ahead of ourselves. The point of
this is to decide whether the total amount of noney in the system
is adequate. There are distributional issues that are going to
come up. It's a long presentation. Jack Ashby is going to talk
about a nunber of distributional things we could do.

Wien we tal k about the plight of certain groups, that's
getting ahead of the question of whether the overall anount of
noney in the systemis adequate.

MR. HACKBARTH: (Good point, Jesse. And | would like to get
to the other points of the presentation. So the issue that Jesse
put on the table is is 3.8 percent overall Medicare nmargin
within the zone of adequacy? | heard a little uneasiness from
Fl oyd, sinply based on the fact that it's relatively old actua
data that we had to roll forward. | think that's an anxiety that
all of us share on a whole |lot of topics. |It's not particular to
t his one.

Do people generally feel confortable with the concl usion
that 3.8 percent is in the zone of adequacy? If so, | would Iike
to nove ahead so we can get into sone of the nore detail ed
di stributional issues.

MR SMTH denn, | guess |'mnot sure because |'m not sure
that it's evenly distributed.

MR. HACKBARTH. The question here has to do, as Jesse put
it, wwth the anount of noney in the system W wl| address
| ater on whether it's maldistributed or not.

MR. SMTH  But |looking at margin by facility and concl udi ng
that the nodal margin wth Jack's even distributionis 3.8
doesn't tell you -- it's not tal king about noney. |It's talking
about the distribution of margin by facility.

DR. ROSS: But, David, that's not true. The pictures are
different. The 3.8 is a revenue-wei ghted nunber. That's dollars
in the system The pictures are facility-weighted.

MR SMTH  The pictures are facility, okay. That's what |
was | ooking for. Thanks.

MR, MULLER  Just one brief question. There's a 0.5 for
both '01 and ' 02 assunption of cost reduction as a result of
| ength of stay reductions in that estimte; is that correct?

MR. KERNS: There was a small reduction two the market
basket increase in costs.

DR. NEWHOUSE: 0.5 for each 1 percent decline in |length of
stay.

MR, KERNS: And it was about 1 percent decline in I ength of
stay, thankfully. | just don't have the spread sheet here with
me, so |'mnot absolutely certain of that, but theoretically
that's what we did.

That was how we trended forward inpatient. Inpatient is
about 70 percent of the costs and 75 percent of the paynents.

That nade a difference of a fewtenths of a point. At the end of
the day, if we gave them full market basket, the margin m ght be

a 3.7. It's not going to nove it very rmuch

MR. HACKBARTH. | think we're ready to nove to the next step
her e.
* MR. LISK: I'mgoing to discuss the next section in the

chapter, the base rate differential for inpatient paynents.



In Medicare's inpatient PPS, the base paynent rate for
hospitals in large urban areas -- that's nmetropolitan areas with
over 1 mllion population -- is set 1.6 percent above the paynent
rate for other hospitals, those in urban, other urban, and rura

ar eas.

Now this current paynment differential is the result of
policy decisions that were nade over a decade ago when the
I npatient PPS was first established. Rural hospitals had base
paynent rates that were 20 percent bel ow those for urban. For
urban hospitals, there was no distinction between |arge urban and
ot her urban. Urban hospitals were all grouped together.

This initial differential was set to reflect differences
bet ween urban and rural costs not picked up by doctors including
in the paynment systemat that tinme. Further analysis, though,
showed that that differential was too |arge.

Starting in 1988, the Congress nmade separate updates for
| ar ge urban, other urban, and rural hospitals, effectively
creating three separate paynent rates, while al so substantially
reducing differential and base paynent rates for rural hospitals
bet ween | arge urban and urban hospitals.

Large urban hospitals received higher updates at the tine
because the anal ysis showed that the higher costs of hospitals
| ocated in | arge urban areas were not fully recognized by the
prospective paynent systemat that tine.

In 1990, the base rate for rural hospitals was 7 percent
hi gher than that for other urban. The large urban rate was 1.6
percent higher than for other urban hospitals. Congress, at that
time though, also decided to elimnate the differential between
rural hospitals and other urban hospitals, keeping that 1.6
percent differential between |arge urban and other hospitals at
that point in tinme. So by 1995, the rural differential was
elimnated fromthe paynent rate.

That's the basic history of where we are today. That
initial 1.6 percent differential was based on anal ysis that
showed that |arge urban hospitals costs were higher than the
ot her hospitals.

The capital paynent rate has also though -- what | want to
i nformyou about -- there's a 3 percent adjustnent in the capital
paynent rate for |arge urban hospitals.

If we ook at the margin data that Jesse just showed, and
this is the data if we take out the DSH paynents and | ME
paynents, this is the core base rate margin data, | guess we
m ght call it. Large urban hospital's margi ns are about 4
percent age points higher than other urban and rural facilities.
So this | ends sone credence to the question about whether the
base rates are appropriate in terns of the current differential.

So about half this differential can be attributed to the current

base rate differential, in ternms of the differential in these
mar gi ns.

Qur further analysis that we have al so does not support the
current differential. Regression analysis we did on 1997 data,

and that's because of the data that we had avail able and ready to
be able to do this and that we used before, shows no significant
difference in costs between |large urban and all other hospitals,



all other hospitals being the group of hospitals we are concerned
about in ternms of the other rate here. There's no statistical
significant difference here. Basically, their costs are the sane
fromthe anal ysis.

If we ook at nore specifically the rural hospitals, rura
hospital costs are likely simlar to | arge urban hospitals in
1999. CQur regression analysis for 1997, though, did show that
rural hospitals costs were |ower than | arge urban hospitals,
about 2 percentage points lower in 1997. But between 1997 and
1999, cost growth for rural hospitals was 2 percentage points
nore than |l arge urban hospitals, and that's information we
actual |l y have.

So given those factors, their cost should be roughly about
equal in 1999. Now we can't account for it because we don't have
the data to the present tinme. Cost growh for rural hospitals
may, in fact, even have been higher. But this data |eads us
potentially to the conclusion for you to make that the
differential nmay not be warranted under the current paynent
system

MR. MIULLER. Do you have the nunbers on Medicare margin or
just on Medicare inpatient?

MR LISK: Yes, this is the inpatient margin. The overal
margin, the differential is still 4 percentage points.

MR. MJULLER: Overall Medicare?

MR, LISK: Yes. That's excluding these nunbers. And then
there's larger differences if you put back the DSH and the above-
cost | ME paynents.

So that |eads us to the draft recommendati on we had proposed
in the report, that the Congress should gradually elimnate the
differential in inpatient rates between hospitals in |arge urban
and ot her areas.

MR. HACKBARTH. So the line of reasoning here is that
historically the differential was put into | aw because
enpirically there was a difference in the cost. Over tine that
di fference has di sappeared, therefore there should not be a
differential in the base rates.

MR LISK: Correct.

MR. HACKBARTH: Conment s?

MR. FEEZOR  Based on any precedents that we have
recomended, do we try to suggest a tinme franme on that? It says
gradual ly. Over what period of tine do we interpret gradually to
mean?

MR LISK: | think if you approve this Jack will be getting
into that sone in his discussion.

MR, HACKBARTH: Just as a matter of process, what 1'd |ike
to do is not vote on this particular recomendati on now but
proceed through the next section.

M5. BURKE: denn, can | just add, this is just a |anguage
issue. | noticed this earlier and | noticed it here and there
may be history here that | don't understand. 1Is there a
particul ar reason that we have to keep referencing | ME paynents
above costs? | nean, |IME paynents are | ME paynents, whether they
are or aren't above costs.

MR. LISK: Yes, in terns of how we're tal king about the | ME



paynents that are directly related to the cost rel ationship
bet ween costs and Medi care paynents. So we're putting that as
t hough that's still in the base paynent.

The | ME paynents, though, that are above the enpirica
| evel, the subsidy is what we're referring to there. So the I M
paynments above costs, we're just trying to avoid using the word
subsi dy.

MR. MULLER: But you clarified this norning, it's above the
cost of teaching, not above the cost of IME. Because you use it
as residual teaching, because you didn't put in the other kind of
| ME costs. There are costs to being standby, and all that other
stuff.

MR. LISK: Those costs though, in how we do it though, are
actually still factored in to what we say is the enpirical |evel,
t hough. Those costs are captured by the adjustnent.

MR. HACKBARTH. So historically what we did was to exam ne
the relationshi p between teaching and the costs, all types of
costs, and found that those that had nore teaching had a hi gher
cost of all type. The enpirical adjustnent was at one | evel.

The factor witten into |law was basically tw ce that enpirica
| evel .

And so when Craig uses the term|ME above cost, he's talking
about the second half of that, the piece above the enpirical
rel ati onship.

MR. MIULLER: But | thought this norning in the discussion
you were doing this off -- this nmay be too technical but if we're
going to start using these words -- it was the costs of teaching
that you had in your regression; correct? And the other costs
historically associated with I ME you don't --

MR LISK: It's residents per bed.

DR, REI SCHAUER: It's residents per bed.

MR. HACKBARTH. And the other variable is all costs of care.

MR, LISK: Medicare costs. But the other factor to consider
is that when you think about the costs of teaching, if you're
tal ki ng about the direct costs, those are excluded fromthis
cal cul ation

MR. MJULLER  No, we're tal king about the other costs for
whi ch the | ME adj ustnent was i ntended.

MR, LISK: That's being picked up, so everything above the
enpirical level is nore than that.

MR, HACKBARTH. So for exanple, Ralph, I think you nentioned
standby capacity. That would be included as a cost of care.

MR, LISK: If they have higher standby capacity it raises
their cost of care, that's going to be reflected in the enpirica
| evel ; correct.

DR. LOOP: Currently non-allowable costs are picked up in
that? That's not true.

MR. HACKBARTH:. Not non-al | owabl e costs.

DR. LOOP: Sone standby is non-all owabl e.

MR. HACKBARTH. |'min over ny head on that.

DR, LOOP: | think. And teaching hospitals have nore non-
al |l owabl e costs than non-teaching hospitals. |'mnot arguing
about non-allowability. |'marguing whether that's really picked

up.



MR. ASHBY: Just wanted to clarify though that there's
nothing in the rules of allowability that has to do wth standby
costs. So if maintaining excess capacity raises your costs, by
all nmeans that is captured by the neasure.

MR. HACKBARTH: Ckay. Are you finished, Craig?

MR LISK: Yes.

* MR. ASHBY: |If you agree wth the conclusion that cane at
the end of Jesse's presentation, that overall paynents are
adequate, then under our new updating approach we, of course,
have no adjustnent for paynment adequacy. And in the update we
account solely for the cost changes in the com ng year as
measured by CM5' forecast of the hospital market basket.

Now in our traditional updating framework, we considered the
cost increasing effects of technol ogi cal advances and we expected
smal | cost-reducing effects from productivity inprovenents. But
as we've said before, lacking ability to neasure either very
accurately, we are proposing to assune that the two of fset each
other. And that comment, of course, can be made across any of
our health care sectors.

But specific to the inpatient sector, in each of the |ast
five years we have had a downward adjustnent in the update to
account for the effects of past unbundling, unbundling being
defined here as services being shifted out to various post-acute
care settings as the length of stay for inpatient stays decline.

Under our new system though, we are inplicitly accounting
for the effects of unbundling as we assess the adequacy of
current paynents, along wth the effects of a host of other
factors that may have paid a role in determ ning the adequacy of
today's paynents. That could include things |ike market basket
forecast error, productivity changes, upcoding, regul atory
changes, and so forth.

In theory, though, we could adjust for unbundling
prospectively if we thought that |ength of stay will fall again
in fiscal year 2003. G ven that Medicare |length of stay did
decline nine years in a row through '99 and our prelimnary data
suggests that it dropped again in both 2000 and 2001, there m ght
be sonme reason to think that it, in fact, m ght happen again.

But we note that the |length of stay declines have been
getting smaller. Qur nore recent observations are based on
rather small sanples. And of course we don't, as yet, know
anyt hi ng about 2002. So we think that it would be nore prudent
to basically wait and see what happens and take the result of any
further declines in length of stay into account in assessing
paynment adequacy the next tinme around. A prediction here would
be rather dicey.

So that | eaves us wth an update equal to market basket.
What we would like to propose is that we consider a set of policy
changes that will increase aggregate paynents by narket basket
but woul d make two sinmultaneous distributional changes, the first
being to take the first step in phasing out the differential and
base rates, as Craig was just discussing. And the second being
to provide the funds needed to i nplenent the rura
recommendati ons that we nmade | ast spring. Those reconmendati ons,
of course, very nuch still stand. W'I|l take a | ook at each of



t hose two changes in the next couple of overheads.

First, the differential. The |egislated update is market
basket m nus 0.55 percent for all hospitals covered by the
inpatient PPS. One way that we mght structure the first step in
elimnating the differential in base rates is by raising the
update to market basket even for other urban and rural hospitals,
and then | eaving the | egislated update of market basket m nus
0.55 in place for |arge urban areas. That way we're not taking
away fromwhat the |arge urban group woul d be expecting under a
law that's been in place for the |ast couple of years.

That really speaks to the point that Sheila brought up at
the [ast nmeeting, of how difficult and potentially contentious it
is to inplenment these distributional changes. This is, | think,
as easy a way to do it as there could be.

Now t his change would cut the differential by about a third.

W in theory could make a fornmal recommendati on that suggests a
t hree-year phase-out of the differential, but we thought that
perhaps it would be wiser to not make such a fornal
recommendation but rather wait until next year when we w Il have
at | east one and perhaps two years of additional data to assess
where we are before we then nake a reconmendati on on an
appropriate second step.

Then | ooki ng back briefly at our rural reconmendations, the
first two reconmmendations that we nmade, the first two proposed
paynent increases for rural hospitals, would require new noney.
The first and nmain one was raising the cap on di sproportionate
share add-on for nost rural hospitals from5.25 percent to 10
percent. The second was inplenenting a | ow vol unme adj ust nent.

The third reconmmendati on that you see here, renoving sel ect
| abor categories fromthe wage index, would be inplenented budget

neutral. But we included it in our estimtes because it would
affect the distribution of paynents between urban and rura
hospi tal s.

The fourth recomendati on, which you don't see |isted here,
that dealt with the | abor share used in the wage i ndex. That
cannot be quantified at this point in tinme because it depends on
the outconme of a CVS study that we did recormend. But that one,
t oo, woul d be done budget neutral and so does not have an i npact
on the | evel of paynents as we're discussing today.

So in the next overhead, we show our estimtes of the inpact
of these three recommendations. As you see, it ranges froma 0.1
reduction for hospitals in large urban areas to a 1.8 percent
i ncrease for rural hospitals.

Certainly this represents a fair anount of coincidence, but
if you take the three inpacts that you see here, conbine them
wth the differential update that we covered a nonment ago, it
does on a weighted basis add up to an aggregate increase of
paynents of nmarket basket even rounded to the nearest tenth
percent. That was sort of convenient and it really was
coincidental. Cbviously, we were not taking any of this into
account |ast spring when we devel oped t hese rural recomrendations
but it does work out that way.

DR. RONE: What's the market basket?

MR. ASHBY: 2.9 percent is the |latest CVS forecast.



Let's nove on to the outpatient update then.

MR. HACKBARTH: W may have sone di scussion of that.

MR. ASHBY: kay.

DR ROAE: | just want to get to Allen's point, the question
about the timng. This seens perfectly reasonable to ne, I'm
supportive of all of this. Based on the way this works and the
experi ence and everything el se, do we have any sense that it's
better if you' re phasing sonething like this out to do it over a
| onger period of time, a shorter period of time, to front |oad

it, back load it? | nmean, how does it work? Wat's the best way
to do this?
DR. REISCHAUER | was going to say that | thought Jack said

that we weren't making a recommendation, in a sense, to phase it
out conpletely or we weren't effectuating that. W were just
going to do sonething that would reduce it by a third.

DR ROANE: W're taking a third out the first bite. | guess
my question is does that seemlike a reasonable -- is that the
way to do it?

DR. NEWHOUSE: Do you think you' d want to take out nore or
| ess?

DR ROAE: |I'mjust asking. |[|'magnostic. |'mjust
wondering how it usually works.
DR. REISCHAUER | think Jack's point is the right one,

which is you don't want to surprise |arge urban hospitals by
cutting their paynments bel ow what they had been anti ci pati ng.
And it just sort of happens to work out well this way.

DR. ROAE: | understand.

MR. ASHBY: The other point that | think shouldn't be
forgotten here is this all does add up to an aggregate increase
in paynents of market basket, which is what we say is associ ated
with our finding that paynents are adequate. |f we put two-
thirds of the -- getting two-thirds of the job done here, then we
woul d exceed the aggregate increase.

DR. NEWHOUSE: But | think the general answer to Jack's
guestion about how fast is governed by how big the
redi stributional inpact is and therefore how nuch you have to
prot ect people.

RONE: This sounds perfectly reasonable.

DR. LOOP: I'mnot quite sure | understand why we're doing
this. The rurals are about half of all hospitals. And it's a
big m x of hospitals, big, small. Sone of themare highly
profitable and sonme are very poor. |'mnot sure we know the

uni nt ended consequences here of taking noney away fromthe urbans
and giving it to the rurals.

M5. BURKE: But | think this scenario --

DR. REI SCHAUER: Yes, relative to current |law, you aren't
taki ng noney away fromthe |large urban. You' re giving them what
the current |aw says, but our overall recomendation is that the
aggregat e update be higher than current law calls for. And we're
sayi ng where's that extra going to go? And it's going to go to
the rurals and the other urbans.

MR. HACKBARTH. And we do know that on average those two
categories have significantly lower margins. Now within those
categories there's variation. But that's a problemwe' re always



pl agued with. W' ve got these broad policy categories and the
real world is nore conplicated.

MR. MIULLER | want to just confirmthe answer to that |
t hi nk maybe Craig gave before. The overall Medicare margin is
still a four point spread between the categories of |arge urban

versus ot her urban and rural once you take the DSH and the | M
half out. So in a sense, the differential goes beyond just the
DSH and | ME poli cy.

MR. ASHBY: That's right. | think that's the key point.
Even putting the DSH and the | ME aside and dealing with them as
subsi di es, when you | ook only at paynents for Medicare services
there still is this four percentage point differential. The
reason for that would be elusive, given that there are not cost
effects.

MR. HACKBARTH. Part of it's related to the fact that
there's a base rate differential.

MR. ASHBY: Exactly.

MR. HACKBARTH. We're saying there's no basis any |onger for
t hat .

MR. ASHBY: But | nean the justification for it would seem
to be elusive, particularly given that there are not cost
di fferences between these groups.

DR. RONE: But even after you correct for this, there's
still an extra 2.5 percent.

MR. ASHBY: R ght. But if we're |looking for symetry, ['1l]
offer the possibility of sone symretry com ng down the Iine. And
that is that we have a fix to the wage index that's already to be

inplemented. | think it will probably happen in 2005. And that
will likely elimnate the additional differential that you see.
There's about two percentage points left.

Most likely, that will disappear when the m x adj ust nent

goes into effect. Fromwhat little we know from past anal ysis,
it's about those proportions.

MR. HACKBARTH. Sheila, did you get your point in earlier?

M5. BURKE: Yes.

MR, HACKBARTH. Any ot her coments? Ready to nove on to
out patient then? Just so people don't get lost in the
conversation, we do have a series of recomendations that we w ||
cone back to and vote on one by one. W wanted to get all the
pi eces on the table first.

* DR. WORZALA: Good afternoon. Let ne start ny discussion by
giving you an idea of the magnitude of outpatient spending.
Spendi ng on the outpatient PPS is projected to be $19 billion in
cal endar year 2003. So each percentage point change in the base
paynment woul d change paynents by about $190 nmillion. That's to
just give you an order of magnitude.

As requested at the last neeting, here are the margins for
hospi tal outpatient services. As you can see, all hospitals
report | arge negative outpatient margins. However, these nmargins
are difficult to use a neasure of financial performance. W
suspect that hospital accounting practices resulted in
consi derabl e shifting of costs to the outpatient sector because
it was, until recently, paid on a cost basis. This is one of the
reason we noved to | ooking at overall Medicare margins rather



t han sector-by-sector margins.

In addition, previous paynent policy paid only a percentage
of costs, making a positive outpatient margin inpossible.

For these reasons, we tend to | ook at outpatient margins for
assessing differences across groups rather than to determ ne
absol ute financial performance.

That said, we can see that the estimated margins in 2002
show an i nprovenent over 1999 under the assunptions that we have
made. This is due primarily to the transitional corridor
paynents that added new noney to the outpatient sector. As you
can see, rural hospitals benefit disproportionately fromthe
corridors due to their hold harmess status with a significant
i nprovenent in their average nargin.

The nodeling included only the inpact of corridor paynents
to be received in 2003. So these margins do not include other
new sources of noney received during 2000 and 2001 and 2002. The
reason we did it that way is because these are additional
paynents that would not affect the base and since our update
decision is concerning the base paynent rate we did not include
addi tional paynents that weren't built into the base.

And here we're tal king about the transitional corridor
paynents and al so extra paynents received due to inplenentation
of the pass through in a fashion that was not budget neutral. So
both of those things would have increased paynents in the
i ntervening years but are not nodeled in these margins. So |
think we can say that these margins in sone ways despite their
very negative nunbers, understate financial perfornance.

This slide lays out the factors we considered in making the
updat e recomendation that you will consider. Gven that we
concl uded paynents to hospitals are adequate as a first step, we
make no adjustnent to the update for paynent adequacy.

Then, consistent with our anal ytic approach, we use the
expected change in input prices as neasured by the hospital
mar ket basket as our base. W then consider the extent to which
other factors are likely to nake a significant and neasurabl e
difference in costs or paynents.

In the outpatient sector the cost of technol ogi cal advances
are accounted for directly, both by the new technol ogy APCs and
t he pass through paynents. The new technology APCs result in new
nmoney for each service provided and do not therefore need to be
taken into account in the update.

The pass through paynents, however, are neant to be budget
neutral. Assum ng that budget neutrality will be maintained in
2003, these costs should be considered in the update process.
However, we have very limted ability to forecast these costs.
Therefore, as we've done sort of across sectors, we assune that
cost increases due to technol ogy are approxi mately bal anced off
by increases in productivity.

However, we think this is a conservative assunption for
outpatient services that is likely to go to the benefit of
hospitals. This is both because nmany technol ogi cal advances w ||
come in through the new technol ogy APCs and al so because both CVB
and industry sources predict a limted nunber of pass through
t echnol ogi es to be approved in the coming years. Therefore, the



new t echnol ogy costs may actually be | ess than what the
productivity inprovenents would be. However, again, we have very
l[ittle information to quantify that so we chose not to.

Finally, we considered the effect of inplenenting a new
paynent system The outpatient PPS was put in place in August
2000 and, of course, hospitals incurred sone cost to revise
billing and information systens, train staff, and adapt to the
new paynent system Mst of these costs shoul d be absorbed by
2003 however

On the other hand, the new paynent system may provide
hospitals with both a tool and an incentive to exert better cost
control. Inplenentation of the inpatient PPS showed that
hospitals tend to rein in costs in response to prospective
paynment and the uncertainty of a new paynment system Again, we
can't quantify these things so we nmake no assunpti on.

A final issue to consider in regard to inplenenting a new
paynment systemis the effect of inproved coding on paynent. The
out patient PPS provides hospitals with an incentive to code
correctly. W may therefore find paynents increasing in the
first years of the systemdue to an increase in the reported
case-m x that is due nore to coding inprovenents than to changes
in the services that are provided. So they're not actual case-
m x changes, it's just reported case-m x changes.

W woul d think that this would | ead to paynents bei ng
greater than costs, but again we can't estimte the net inpact.

So that's sonething that we'll want to try and neasure in the
future but at this point in tinme we nmake no assunptions on the
poi nt .

So after looking at all these factors we concl uded t hat
mar ket basket is the appropriate update recommendation for the
outpatient PPS and, as it turns out, this conclusion is
consistent with current |aw which gives the Secretary the
authority to set the update based on the market basket, barring
addi tional |egislation.

| have drafted two recommendati on options for your
consideration and they are nutually exclusive. The first one
sinply states our conclusion and directs the Secretary to update
out pati ent paynents based on the market basket. The second one
acknow edges that this is consistent with current |aw and states
that the updates and current |law is adequate. It's sinply a
wordi ng di fference and one or the other recommendation is
sufficient.

MR. HACKBARTH. Do you want to conment, or, Mirray, do you
want to comrent on the relative nerits of the two approaches?
Wiy did you see fit to offer an option here? | was expecting one
along the lines of the first.

DR. WORZALA: The first is our process and it's our
conclusion, but I think previously we've been hesitant to nake a
recomendati on that says do what's in law. Sort of |ike saying
obey the speed limt or something like that. | think it's purely
up to you. We certainly did follow a process. W didn't start
with current |aw as the objective and shoot for that target. W
foll oned our process and it cane to that conclusion. So | think
it's conpletely up to you



MR. HACKBARTH. So as | understood what you said, Chantal,
in several different instances we made assunptions that were
favorable to hospitals in the absence of information, recognizing
t hat under our paynent adequacy approach if in the future we find
t hat paynents are high relative to costs we can nake a
recommendation at that point to conpensate for any overpaynent.

DR. WORZALA: Yes, | think that's the idea.

MR. MIULLER: Just a question. But in terns of the paynent
adequacy franmework that we've been adopting the |ast few nonths
we' re saying, even though on the face of it the paynents aren't
adequate by being mnus 17, we're using the inpatient margins
bei ng higher as a kind of way of saying therefore it's okay to
have i nadequat e out patient rates?

MR. HACKBARTH. What | understood was in fact we think those
nunbers are skewed, they're an artifact of accounting and they're
not the real economic profitability or unprofitability of
out pati ent services.

MR. MIULLER | don't think anybody's arguing there's a 17
percent skewing. Are we arguing that?

MR. HACKBARTH. Actually, | think people are arguing that,
just that. Does a staff nenber want to address that?

DR. REI SCHAUER:  Presumably, if we're m snmeasuring on one
side, underestimting, we're overestimting on the other. And so
that's why we | ook at total Medicare margi ns and we say well,
they're 3.8 so on the whole we shouldn't | ose sleep tonight.

MR MILLER | agree with the way you posed it, but that's
different than saying there's a 17 percent skew ng on cost
reporting.

MR. ASHBY: But, Ral ph, the only evidence we have suggests
that there is a skewing on cost reporting of about those
proportions. Now granted, the study is 10 years old, but |'m not
sure that the world has changed dramatically froma cost
accounting view. But the finding was at that point that the
out patient costs were -- the actual raise was 15 to 20 percent
overstated, which would | eave the inpatient rate at about 4
percent or so under st at ed.

DR. ROAE: | think one other consideration here is that --
I"mnot sure | conpletely agree with Bob about the fact that
that's why we | ook at total. And what you | ose on the peanuts

you rmake on the potato chips. There's sonme accounting -- funds
are being noved around, costs are being noved around here. So we
take care of that by -- | think that's right and reasonabl e.

But we should at least all be aware that there is a | ot of
variability across institutions and a | ot of individual hospitals
have very little outpatient and other hospitals tend to have very
| arge outpatient, particularly in rural areas or in urban areas
of underprivil eged popul ati ons, underserved popul ati ons where
there aren't as many practitioners in the conmunity.

If you go to Harlem there are very few doctors working in
the community and nore care tends to be delivered in outpatient
departments of hospitals, et cetera, et cetera. So | think there
are these differences.

DR. NEWHOUSE: But if you have a bigger outpatient
department you can shift nore of your costs there. |[|f you don't



have an outpatient departnent you won't have cost shifting.

DR ROSS: Just briefly, to address Ral ph's point. |
woul dn't phrase it quite that way, that we say it's okay to
observe these large differentials, even stipulating to the anount
of cost allocation that may have occurred. But we don't yet have
a strong case to make on exactly how would we correct it for any
underlying differences? W don't want to dramatically underpay
for a particular service because of variations across facilities.

And we don't want to dramatically overpay for other services.
But we don't have the evidence to suggest any precise kind of
adj ust nent s.

MR. MIULLER: But | think that's the argunent -- whether one
uses Jack's netaphor or sonebody else's -- that the inpatient
mar gi ns cover a mnus 17 and outpatient is one, that people
roughly conme to sone rough sense of justice about.

If on the other hand, in one of the prior pages, we're
| ooking at starting to make differential adjustnents in inpatient
recommendat i ons because "they're a little higher"” then that
starts affecting how one things about the balance with
outpatient. W' re using those higher inpatient margins, in a
sense, to cover the |ower outpatient prograns.

MR. HACKBARTH. The previous discussi on was based on over al
Medi care margi ns and di fferences between | arge urbans and ot her
urbans and rurals, not just the inpatient. Just to be clear
about that.

So it's not a case where we're | ooking at the high inpatient
margin of a large urban and ignoring their |oss on outpatient and
sayi ng there should be redistribution based on the inpatient
margin. W | ooked at the overall margins and saw that they were
significantly higher and that there was no basis enpirically for
a differential and said we ought to start to elimnate.

Questions or comments? Okay, let's proceed to voting on the
recommendati ons then.

Actually while I"'mthinking of it, we do have the two
options for the outpatient. Option one, | think, is the one we
wll vote on, the nore straightforward | anguage.

So our first draft recommendation is on the gradua
elimnation of the differential in inpatient rates.

Al |l opposed?

Al in favor?

Abst ai n?

On this recommendation, all opposed?

Al in favor?

Abst ai n?

And on outpatient, all opposed?

Al in favor?

Abst ai n?

Ckay, thank you. | think what we'll do is proceed to

di scuss paying for new technology in the outpatient PPS. Wl cone
back, Chantal. W m ssed you, you were gone so |ong.



